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This young woman, busily sorting fashion apparel 
in one of our large retail stores, is symbolic of 
the energetic people who make Sears successful. 
Sears is a people business 
and the story of their training and development 
begins on page 5. 


ANNUAL MEETING 


The annual meeting of the shareholders of 
Sears, Roebuck and Co. will be held in the 
offices of the Company, 900 South Fremont 
Avenue, Alhambra. California on Monday, 

May 17, 1971. at 9:30 A.M., Los Angeles time. 
The notice of the meeting and proxy statement, 
together with the proxy, will be mailed 
to shareholders approximately three weeks 
prior to the meeting. 
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PER CENT 

1970 1969 CHANGE 


NET SALES. 

. $9,262,161,819 

$8,862,970,649 

4.5 

NET INCOME. 

464,201,432 

440,954,483 

5.3 

EARNINGS PER SHARE. 

3.01 

2.87 

4.9 

DIVIDENDS PER SHARE. 

1.35 

1.35 

— 

BOOK VALUE PER SHARE. 

24.00 

22.31 

7.6 

WORKING CAPITAL. 

2,031,206,164 

1,860,279,458 

9.2 

CAPITAL EXPENDITURES. 

268,378,233 

214,153,260 

25.3 

LONG-TERM DEBT. 

630,000,000 

455,000,000 

38.5 

SHAREHOLDERS’ EQUITY. 

3,708,279,355 

3,439,801,817 

7.8 

RETURN ON AVERAGE 

SHAREHOLDERS’ EQUITY. .. 

13.1% 

13.3% 
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MESSAGE TO 
SHAREHOLDERS 


We are pleased to report your 
Company achieved record net sales 
and net income in 1970—a difficult 
year for the overall economy and the 
retail industry in particular. 

NET SALES rose 4.5 per cent to 
$9.3 billion, a new high for the 16th 
consecutive year. 

NET INCOME was $464 million or 
$3.01 per share, a record for the 
tenth year in a row. This represented 
an increase of 5.3 per cent over net 
income of $441 million or $2.87 per 
share in 1969. Earnings before 
income taxes were $829 million, a 
decline of 1.1 per cent from $838 
million the previous year. 

DIVIDENDS paid to shareholders 
were $1.35 per share, the same 
amount paid in 1969. This was the 
36th year for uninterrupted dividend 
payments. Dividends have been 
Increased in eight of the last 
ten years. 

THE ALLSTATE INSURANCE COMPANIES 

contributed 62 cents per share 
to Sears net income, compared 
with 59 cents in 1969. A report on 
this important subsidiary begins 
on page 36. 

SEARS PEOPLE 
The 1970 performance reflects 
the skill and dedication of Sears 
359,000 employes and the Company's 
merchandising innovation, 
operating techniques and continued 
expansion. A special section 
beginning on page 5 presents a 
graphic report on one of our 
greatest strengths—the continuous 
training program at all levels 
within the company. 


EXPANSION 

In 1970 your Company opened 
24 department stores, including 12 
in new markets and 12 which replaced 
smaller facilities in the same 
communities. This expansion 
program added 2.8 million square 
feet to Sears retail system, bringing 
gross retail store space to 86 million 
square feet. 

During 1971, plans call for opening 
39 stores, including 20 in new 
markets. This will add 4 million 
square feet of gross space to the 
retail system. 

Expansion of catalog order plant 
facilities is continuing, with 7 million 
square feet being added in the next 
two years in order to meet the growth 
in volume and demands on our 
distribution system. 


SEARS TOWER 

The Company unveiled plans in 
July, 1970 for a new 109-story 
national headquarters building. 

Sears Tower will rise 1,450 feet from 
a site facing Wacker Drive in 
downtown Chicago. With a gross area 
of more than 4.4 million square feet, 
it will be the world's tallest building 
and the world’s largest private office 
building when completed in 1974. 

Construction started in August and 
has proceeded to the point where all 
248 caissons have been sunk to 
support the Tower and plaza, a major 
sewer has been relocated and the 
foundation wall poured. General 
excavation is under way and it is 
expected that structural steel will be 
brought onto the building site in 
mid-summer. 
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MUTUAL FUND 

Allstate Enterprises Stock Fund, Inc. 
made its first public offering in 
February, 1970. During the balance 
of the calendar year it sold $136 
million in shares and opened 88,000 
shareholder accounts. Since the 
charter period closed on April 30, 
1970, the Fund’s shares have been 
offered by Allstate registered 
representatives in Sears retail stores 
and other Allstate sales outlets. 

ECOLOGY 

Ecology has become a great national 
cause and Sears, as a corporate 
citizen, recognizes its social 
responsibility in the area of 
environmental control. We are 
concerned about the products we sell 
in more than 3,300 installations 
across the nation. In 1970 
a number of new products were 
introduced to help the consumer 
combat pollution: Kenmore 
Compactor, a new home appliance 
that compresses a week's 
accumulation of garbage and trash 
for a family of four into one 
disposable bag that holds as much 
as two standard garbage cans; 
phosphate-free detergent that has 
ingredients reformulated to achieve 
the cleaning efficiency without using 
phosphate: lawn and garden 
waste disposer, the “shredder-bagger" 
reduces leaves and garden debris 
into mulch for recycling; variable 
pitch tread design for truck tires which 
significantly reduces tire whine. Also 
in 1970, gas burning furnaces were 
installed in our Chicago Headquarters 
Complex replacing coal fired 
units. Across the country, new 
facilities are being equipped with 
industrial compactors for 


trash disposal and in many existing 
units incinerators are being 
replaced with such compactors. 

These changes will continue 
in 1971. 

MANAGEMENT CHANGES 
Lawrence L. O'Connor, Vice President 
and Secretary of the Company, 
retired at the end of January. 

Mr. O’Connor had been General 
Counsel of the Company since 1960. 
We wish him well. 

Lloyd S. McClelland, who succeeded 
Mr. O’Connor as General Counsel, 
has been elected Secretary of the 
Company. He joined Sears in 1950 
and had been Assistant Secretary 
since 1961. 

DIRECTORS 

Three members of the Board of 
Directors will retire May 17, having 
reached the retirement age for 
Board members. They are: 

Crowdus Baker, former President 
and Vice Chairman of the Company, 
who retired from active management 
in 1969 and has been a director 
since 1952; 

Dr. J. Roscoe Miller, Chancellor of 
Northwestern University, a director 
since 1957; and 

Lucien E. Oliver, former Vice 
President of Sears Southern Territory 
who retired from active management 
in 1969 and has been a director 
since 1959. 

Each of these men made an 
outstanding contribution to the 
Company. 

Thomas G. Ayers, William 0. 

Beers, Eleanor P. Sheppard and 
William I. Spencer have been 
nominated to the Board of Directors 
and will stand for election at the 
Annual Meeting of shareholders on 


May 17. Mr. Ayers is President of 
Commonwealth Edison Company, 
Chicago: Mr. Beers is President of 
Kraftco Corporation: Mrs. Sheppard 
is a member of the Virginia House of 
Delegates and was the first woman 
Mayor of Richmond; and Mr. Spencer 
is President of the First National 
City Bank of New York. 

LOOKING AHEAD 
While problems affecting the 
national economy and the retail 
industry are not fully resolved, we 
believe the worst is largely behind 
us. The pace of growth is already 
improving in employment, personal 
income and sales of consumer goods. 

Consumer confidence is rising, 
along with intentions to purchase 
homes and big ticket merchandise. 
This presents an excellent 
opportunity for Sears to resume its 
strong growth rate of previous years. 

New products, new promotions and 
the faster rate of new store openings 
should enable your Company to 
make the most of this opportunity. 

We look forward to a good year for 
the retailing industry. 


Gordon M. Metcalf, Chairman ^ 

Arthur M. Wood, President 


March 29, 1971 
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CONSUMER CREDIT 


NET CREDIT SALES AND 
PERCENT TO TOTAL 
1966-1970 



AVERAGE CUSTOMER ACCOUNT 
BALANCE AT YEAR END 

□ EASY PAYMENT 

□ REVOLVING CHARGE 



The granting of credit in connection 
with the purchase of consumer goods 
and services has been a significant 
factor in the substantial rise in Gross 
National Product since 1945. Sales 
on credit stimulate production, 
increase employment, and foster a 
high standard of living for the 
American people. Many billions of 
added purchasing power have been 
generated through the extension 
of consumer installment credit 
during the past decade. 

The growing demand for consumer 
credit is accounted for largely by the 
growth in population, earlier family 
formations, and generally rising 
levels of personal income. Also, 
improved hospital and medical 
insurance, unemployment insurance, 
pension payments, and Social 
Security benefits guard against 
interruption of future income and 
increase the willingness of the 
consumer to commit a portion of that 
income to current purchases. 

The chart at the top shows that 
Sears credit sales have increased 
steadily over the past 5 years, while 
the per cent of credit sales to total 
sales has declined modestly since 
1966. The continued high level of 
credit sales over many years 
demonstrates that consumer credit is 
an important economic factor. The 
magnitude of this resource is 
illustrated by the fact that Sears had 
17,570,586 active accounts at the end 
of fiscal 1970 with average balances 
outstanding in recent years as 
indicated in the bottom chart. 


Credit is extended to individual 
customers at Sears on the basis of 
their apparent willingness and ability 
to pay the established scheduled 
payments. This policy permits Sears 
to extend credit to millions of 
American families across a broad 
spectrum of income levels. The 
availability of creditor remedies such 
as garnishments or wage assignments 
has never been the basis for our 
extension of credit. 

Ooingan installmentcredit business 
involves additional costs to the seller 
of goods and services. Sears and 
other retailers add a finance charge 
on installment credit purchases so 
that those who use the service will 
pay this additional consideration 
rather than the cash customers. 

Finance charges and related 
expenses are discussed on page 22 
in the Financial Review section. 
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Sears is a people business...our approach is unique 

Each year we translate millions of customers' needs and desires 
into personal transactions... people helping people. Within Sears 
there are countless daily contacts and communications which 
make our organization function. We're constantly adding new 
employes, training for development at all levels, delegating re¬ 
sponsibilities.The Company rewards those who achieve and takes 
pride in their accomplishments. Sears people seek to serve every 
customer in the same spirit of satisfaction that has brought us 
growth and prosperity. 



IT’S BASIC: 
Sears people begin 
by learning to 
serve customers 


Special classes and exper/enced managers teach 
new employes about merchandise and customers. 
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The Sears "people approach’’ is 
unique: its effectiveness has made 
countless friends for Sears among 
the Nation’s shoppers, and has 
become a Sears tradition. 

But this tradition cannot be upheld 
unless it is passed on to others. 

We do this with a comprehensive, 
ongoing program of training. We ask 
for a personal commitment from 
management to assure that each 
employe will have the opportunity 
to participate in the program. 


Every year, Sears welcomes 
thousands of new employes across 
the United States, in Latin America, 
Canada and Spain—in catalog offices, 
service centers, automotive units, 
distribution centers, credit centers 
and retail stores. 

But the story is always the same . . . 
people teaching people. Men and 
women learning to deal with Sears 
customers in a special way— 
the Sears way. 
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WORKING WITH 
CHANGE: 
Education in Sears 
keeps the supervisor 
informed 


Department managers in retail 
stores are in the middle of the 
action. Their jobs are fast-moving, 
demanding, responsible. They must 
be flexible, because customers as 
well as the Sears system are 
changing constantly. 

So the department manager is 
trained to adapt. Before his 
assignment begins he goes through 
14 sessions of classroom instruction. 
And his training continues with 
monthly classes to increase his 
proficiency in management 
and merchandising techniques. 

This training is supplemented by 
frequent meetings with other 
department heads and conducted 
by merchandise managers. Together, 
they develop methods and set up 
procedures for improving sales and 
profit. Their meeting agenda may 
include such varied essentials as 
leadership, checking customer 
preferences in color and style and 
interpreting computer printouts. 
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Sears department managers have demanding jobs. 

They learn how to handle them more efficiently 
through work in the classroom and in daily contact with 
merchandise managers on the store staff. 








MANAGEMENT LEVEL: 

The answers come 
in special schools 
where decision-making 
skills are sharpened 

All of our managers work in a climate 
where change is the only constant. 

To keep up with new trends in 
merchandising, management requires 
a continuing stream of information. 

Much of this may be learned on the 
job but more and more the 
knowledge and skills of the business 
are being taught in special programs. 

These programs may be staff 
schools where our managers learn 
more about how the company 
operates and merchandises. They 
may be special sessions on solving 
merchandising and operating 
problems with the aid of computers. 

Throughout, two important questions 
are kept in mind: how will adecision 
affect the customer, and how will 
it be handled by our people. 

Special study groups simulate merchandising 

plans used in operating a Sears store. 

Teamwork is important 
Employes learn to work together 
using computers to speed up answers. 











Sometimes a team works late, focusing on objectives Team members use information from the workshops 

required to run a retail store efficiently. to analyze merchandising problems in their stores. 



Management teams gather to compare workshop results. Merchandising errors made here 
are inexpensive experience for management candidates. 
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Groups of retail trainees work and study in stores where seasoned managers are the feachers. 



Buyers' judgments have to be critical; their work with suppliers reflects years of training and experience. 
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staff management in Sears headquarters tackles buying and marketing problems 
at seminars conducted by company executives. 



COMMUNICATION; 
Sears people 
turn information 
into profit 


Just as there are many levels of 
management at Sears, there are 
many levels of learning. One level of 
learning may be the newest trainee 
listening to a store manager explain 
the significance of a profit and loss 
statement in managing the store. 
Another level of learning is reached 
when a national merchandise 
manager and a buyer discuss a 
product change, a consumer survey, 
or how and why Sears buys and 
distributes merchandise in the 
specific way that it does. 

Sears success in training 
depends upon how much our 
employes learn, how well they 
apply their knowledge in serving 
customers, and how effectively they 
communicate their knowledge to 
others. Since Sears is so 
decentralized, effective 
communications are essential 
to operating and merchandising 
our stores and catalog plants. 
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Sears customers in even our smallest units come to 
depend on merchandise quality and reliability; 
our systems of distribution and service 
have made this possible. 
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DISTRIBUTION: 
Modern distribution 
demands 
strong supporting 
systems 


Sears vast network of selling units 
requires many complex distribution 
systems and hundreds of skills to 
service millions of customers. 

The manager of a catalog sales 
office may seem isolated in a small 
town hundreds of miles from his 
regional headquarters, but he 
and his customers are constantly 
serviced by a large group of 
well-trained specialists. These 
specialists operate systems which 
provide high-speed communications, 
computerized ordering and 
scheduling,automated goods handling 
and technical services. Their training 
and dedication helps make the 
Sears system work. 

Sears provides many opportunities 
for its employes through our policy of 
promotion-from-within. Sears expects 
its youngest employes, properly 
trained, to make real contributions 
and decisions in their work. Because 
of Sears “people centered" policies 
and benefits like profit sharing, 

Sears employes take a personal 
interest in their jobs. They’re working 
for Sears customers—and for 
themselves. 



Every small unit gets the same 
careful attention as larger retail stores 
on training for sales, service and 
distribution techniques. 







SEARS 

INTERNATIONAL 




MERCHANDISING 

ABROAD: 

Sears system is adapted 
to suit the needs of 
other countries. 

Sears operates stores in countries 
like Mexico, Colombia, Brazil and 
Spain, where different economies and 
customs create special demands. 

In our International operations, 
we cooperate as a good neighbor. 

In total, we employ more than 
16,000 persons, 99 per cent of them 
nationals of the country concerned. 
More than 90 per cent of our 
merchandise is purchased locally. 

We export the Sears system—the 
people system—and the training 
programs that go with it. So the 
employes of our International stores 
have the opportunities for training 
and development that are available 
in the United States. 

In International operations as well 
as at home, we train as though 
our future depends on it. . . 
it does. 







Management...the development of people 


The training and developing of employes is an inescapable re¬ 
sponsibility of the manager. He establishes the climate of the 
work environment by providing on-the-job experiences and by 
the distinctive style he uses in rewarding and leading people. 
His influence on employe attitudes and performance contributes 
greatly to the accomplishment of Allstate’s objectives. 


ALLSTATE 



At Allstate a continuing effort is 
directed at making work more 
meaningful. Agents have been trained 
to sell multiple lines of insurance. A 
new telephone claim handling 
procedure has enabled office 
personnel to become involved in 
settlement decisions. In the field of 
data processing, tabulating machine 
operators have become computer 
programmers. Selected clerical 
personnel have been given special 
training for new assignments in the 
customer service area. Whatever facet 
of its operations, Allstate has made 
job enrichment a way of life. 
Development is furthered in 
professional schools the Company 
maintains throughout the country for 
its sales and claim personnel. In 
addition, supervisory and 
management development courses 
are given to personnel in all 
departments. 

The team assignment is still another 
means used to develop people. A 
hurricane calls for a quickly 
assembled team of claim experts. 

A new venture is launched that 
requires the cooperation of experts in 
several areas, as happened with the 
introduction of new insurance 
products for business concerns. 
Allstate, operating in a swiftly 
changing world, has a need for 
employes with peripheral vision. 

Team assignments provide the 
required broadened viewpoint. 


A professiona/ beginning produces 
a professional agent. 


Technical competence is at the root 
of proficient claim service. 
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Devastation creates 
extraordinary problems— 


But superior service ensues 
when teams of claim experts 
go to work. 


Technology can make 
work more meaningful. 








Planned training in management 
skills and techniques for new as well 
as experienced managers is part of 
the Allstate development scene—as a 
support for learning on the job. 
Managers are brought together to 
examine new ideas and leadership 
techniques that work today. Minds 
and feelings are stretched in an 
informal learning environment. 

There are no lectures or symbols of 
authority. Participation is the key. 
Content is from the real world. 

The purpose of this training is to 
graduate an inquisitive professional, 
a resourceful manager who can apply 
new leadership insights to his job and 
thus keep Allstate In the forefront in 
accomplishing its goals and 
objectives. 


As the mind stretches, 
the managerial viewpoint is broadened. 






FINANCIAL REVIEW 


SALES PASS $9 BILLION MARK 
Sears net sales rose 4.5% to $9,262 
million, an increase for the 16th 
consecutive year. Gross sales reached 
$10 billion for the first time. Retail 
and catalog operations set new sales 
records. Retail stores contributed 
78 per cent to the volume of 
business while catalog operations 
amounted to 22 per cent. Stores 
opened during 1970 generated 
0.8 per cent of Company sales. 

The year 1970 reflected cautious 
consumer spending. 

NET SALES (millions) Per cent 


Quarter 1970 1969 Increase 

1st. $Z,968 $1,911 3.0 

2ncl. 2,281 2,186 4.3 

3rd. 2,337 2,212 5.7 

4th. 2,676 2,554 4.8 

$9,262 $8,863 4.5 


Net sales of Sears unconsolidated 
subsidiaries in Mexico, South 
America and Spain rose 16.5 per cent 
to $185 million. Net sales of 
Simpsons-Sears Limited, our 
Canadian affiliate reached $647 
million (Can.). International 
operations are reviewed on page 34. 

NET INCOME $23 MILLION HIGHER 
Net income rose for the 10th 
consecutive year to $464 million—an 
increase of 5.3 per cent from 1969’s 
record $441 million. Earnings per 
share, based on average shares 
outstanding, rose to $3.01 from 
$2.87 last year. Net income included 
capital gains of $1,160,000 
compared with $599,000 for 
1969. Earnings before income taxes 
were down $9 million to $829 million 
from $838 million last year. 

EARNINGS PER SHARE UP 14 CENTS 
Our earnings increase in the latter 
part of the year reflected operating 
efficiencies and lower interest rates. 


NET INCOME (millions) 


1970 1969 


Quarter 

Amount 

Per 

Share 

Amount 

Per 

Share 

First. 

. $ 75 

$ .49 

$ 81 

$ .53 

Second.. 

108 

.70 

101 

.66 

Third. 

105 

.68 

100 

,65 

Fourth. .. 

176 

1.14 

159 

1.03 


$464 

$3.01 

$441 

$2.87 


INCOME OF UNCONSOLIDATED 
SUBSIDIARIES—$112 MILLION 
Our share in the earnings of 
majority owned subsidiaries 
amounted to $111.6 million or 
72 cents per share of Sears common 
stock. This compared with $109.4 
million or 71 cents per share for 1969. 

Allstate Insurance contributed 62 
cents per share to Sears earnings, up 
three cents from 1969. Allstate's 
underwriting results, net investment 
income, and income from life 
insurance operations improved 
$24 million after taxes, but realized 
capital gains, after income taxes, 
were down $20 million. 

EQUITY IN INCOME OF 
UNCONSOLIDATED SUBSIDIARIES 
(millions) 

1970 1969 


Per 

Per 

Amt. Share 

Amt. Share 


Allstate. 

$ 95.4 

$.62 

$ 91.3 

$.59 

Foreign. 

6.7 

.04 

5.8 

.04 

Simpsons- 
Sears Ltd. 

6.9 

.05 

6.8 

.05 

Other. 

2.6 

.01 

5.5 

.03 


$111.6 

$.72 

$109.4 

$.71 


AFFILIATED COMPANIES 
Sears net income included 
$5.2 million cash dividends from 
companies owned (ess than 50 per 
cent. This compared with 
$3.7 million received in 1969. 


10.5 


7.5 


4.5 


1.5 


4.0 


3,0 


2.0 


1.0 































































FINANCIAL REVIEW 



Sears Tower, our 109-story, 1,450 ft. 
new headquarters in Chicago, 
will become the world’s tallest building 
when completed in 1974. 


CONSUMER CREDIT 

Net installment account balances 

averaged $3.4 billion in 

1970 compared with $3.2 billion 

in 1969. 

Results from credit operations 
follow: 


Year Ended 


(millions) January 31 1971 1970 

Finance charges—easy pay¬ 
ment . ,. $293 $297 

revolving.. 206 187 

$499 $484 

Credit sales expenses— 

(including expenses in 
stores). 244 235 

Doubtful accounts and 
increase in allowance for 
collection expenses. 42 41 


Interest expense (average 
funds borrowed: $2.3 
billion in 1970; $2.2 

billion in 1969). 160 155 

Income taxes. 27 29 

Total costs. $473 $460 


Return on assets employed 
in credit operations (0.8% 
in each year). $ 26 $ 24 

If it were necessary to finance 
installment accounts entirely through 
borrowing, costs would have 
exceeded finance charge revenue. 

For 1970 our net revenue of $26 
million (excluding any cost for 
equity used to finance receivables) 
amounted to less than one per cent 
on average assets employed in credit 
accounts compared with more than 
10% earned on other assets. 

Installment credit is a competitive 
necessity in modern day retailing. 

It is this factor, rather than 
profit in the credit operation, which 
prompts the Company to provide 
credit services. 


DEPRECIATION $104 MILLION 
Depreciation expense decreased to 
$103.9 million from $106.8 million, 
down $2.9 million. The decrease 
reflects the lower rates of straight- 
line versus accelerated depreciation 
in the early years as well as 
classification of some current 
capital expenditures into categories 
requiring longer depreciation life- 
terms in accordance with tax policy. 

The Company reports depreciation 
on the straight line method for 
additions subsequent to 1967 and 
uses accelerated and straight line 
methods for assets acquired from 
1954 through 1967. For income 
tax purposes, Sears uses an 
accelerated method. 

TAXES $541 MILLION 

Total taxes were $541 million, down 
$19 million, and equal to $3.51 per 
share. Income taxes reflecting the 
lower Federal income tax rate, were 
$365 million. This was a decrease of 
$32 million from 1969. Other taxes 
rose to $176 million, $13 million 
over 1969. Total taxes were equal to 
54 per cent of income before all taxes 
compared with 56 per cent for 1969. 

DIVIDENDS $208 MILLION- 
$1.35 PER SHARE 
Sears paid to shareholders in fiscal 
1970, four regular quarterly 
dividends of 30 cents per share and 
a fourth quarter extra of 15 cents per 
share. Dividends were 45 per cent of 
net income compared with 47 per 
cent for 1969. 

SHAREHOLDERS’ EQUITY OVER 
$3.7 BILLION 

At the close of the year equity 
capital was $3,708 million, a $268 
million increase. 1970 net income 
less dividends accounted for $256 
million of the increase. Employes 
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paid $12 million for Sears stock 
issued under shareholder approved 
option plans. 

Equity per share, book value, 
was $24.00 compared with $22.31 
at the close of 1969. 

The rate of return on shareholders’ 
equity (1970 net income divided by 
average equity) was 13.1 per cent, 
compared with 13.3 per cent for 1969. 

SEARS, ROEBUCK AND CO. 


SHAREHOLDERS 

Per Cent of 

Individuals Shares Held 

Women. 18 

Men. 16 

JointTenants. 5 

Nominees. 29 

Employes Profit Sharing 

Pension Fund .. 21 

Brokers. 5 

Investment Companies and 

Trusts. 4 

Corporations and Firms. 2 

TOTAL. 100 


$100 MILLION TO PROFIT SHARING 
Sears contributed $87 million to the 
employes Profit Sharing Fund. 
Allstate and other subsidiaries 
contributed $13 million to this fund. 

On December 31, 1970, the Fund 
had 216,443 members whose 
holdings were 32,768,916 shares or 
21 per cent of Sears common stock. 

For 1970 the Companies 
contributed $12.8 million to 
Supplemental Retirement Plans of 
Sears and Allstate Insurance. 

INSTALLMENT RECEIVABLES 
$3.8 BILLION 

Receivables from customers rose 
$203 million to $3,794 million 
parallel with sales volume. Allowance 
for collection expense and losses on 
customer accounts increased 


$6 million to $243 million at 
the close of the year. 

Continuing the trend of the past 
several years, the ratio of credit sales 
to total sales decreased slightly to 
53.9 per cent of total sales compared 
with 54.9 per cent for the year 1969. 
Collection experience held at a 
satisfactory level during the year. 

The number of customer accounts 
increased 230 thousand to 17.6 
million—10.2 million revolving 
charge with an average balance of 
$150 and 7.4 million easy payment 
with an average balance of $307. The 
Company offers both easy payment 
and revolving charge plans for the 
customer’s convenience. 

INVENTORIES REACH $1.3 BILLION 
Merchandise inventories increased 
$93 million to a year end total of 
$1,308 million. $29 million of the 
increase was due to a special 
purchase from Warwick Electronics 
Inc., our major TV supplier. 

Additional inventories are required 
to support the sales planned from 
new facilities and for new lines of 
merchandise added to regular stock. 

Merchandise on order and in 
transit amounted to $1.7 billion at 
the close of the year. 

WORKING CAPITAL $2.0 BILLION 
Working capital, the excess of 
current assets over current liabilities, 
was $2,031 million, up $171 million 
from $1,860 million a year earlier. 

Current assets of $5,316 million 
were 1.6 times current liabilities of 
$3,285 million as of the close of the 
year. If installment receivables due 
after one year and deferred income 
tax credits are excluded from working 
capital, the ratio would be 1.8 to 1. 

A Statement of Source and Use of 
Funds and Changes in Working 
Capital is shown on page 30. 


LONG-TERM DEBT—$235 MILLION 
ISSUED DURING 1970 
In October, 1970, the Company sold 
$125 million of 8% per cent, 25 year 
sinking fund debentures. At the same 
time, $125 million of per cent 
notes due May 1, 1976, were sold. 

$15 million of the debentures were 
for payment and delivery on February 
3, 1971. Proceeds of these issues 
were added to the general funds 
of the Company. 

During 1970, the Company bought 
in the market, $10 million of Sears 
4%. per cent sinking fund debentures. 
Total long-term debt at January 31, 
1971, was $630 million—up $175 
million from the end of fiscal 1969. 


SHORT-TERM BORROWINGS 
$1.7 BILLION 

At January 31, 1971, short-term 
borrowings were $1,738 million 
compared with $1,771 million the 
previous year end. 

Sears Roebuck Acceptance Corp. 
is a wholly owned consolidated 
subsidiary which assists in financing 
Sears credit business. 


A condensed balance sheet 
of SRAC follows: 


(millions) 


January 31 



1971 

1970 

Notes of Sears, 

Roebuck and Co. 

$2,002 

$2,020 

Cash and other 

assets. 

6 

5 


$2,008 

$2,025 

Short-term debt... 

$1,576 

$1,570 

Other liabilities.... 

U 

17 

Long-term debt— 

senior. 

50 

100 

subordinated.... 

25 

25 

Shareholder's 

equity. 

346 

313 


$2,008 

$2,025 
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FINANCIAL REVIEW 


RETAINED INCOME 
PLUS DEPRECIATION 



CAPITAL INVESTMENT$268 MILLION 
During 1970, Sears invested 
$268 million in new and improved 
facilities. Our landlords invested an 
additional $24- million in stores and 
properties leased to Sears. 

We continued the program of 
adding new retail stores and catalog 
sales offices and of modernizing and 
replacing stores and other 
sales-supporting units. 

Funds allocated for expansion of 
retail operations increased $37 
million to $203 million. Capital 
expenditures for catalog order 
operations increased $19 million 
to $36 million. 

CAPITAL EXPENDITURES (m/7//ons) 

1970 1969 1968 

Retail.$203 $166 $123 

Catalog Order. 36 17 12 

Other Operations. 29 31 4 

$268 $214 $139 

24 NEW SEARS STORES OPENED 
The 24 new stores opened included 
12 in new areas and 12 which 
replaced older stores in the same 
communities. Eleven are complete 
department stores; 11 are medium 
size units and two hard lines stores. 
Your Company also enlarged and 
modernized four stores, reclassified 
five stores to smaller selling 
facilities and closed six small 
stores. The Company expects these 
new stores to make an important 
contribution to future sales and 
profit. Expansion of the retail system 
added 2.8 million square feet 
to store space. 

We expanded the number of other 
selling units with the addition of 179 
catalog, retail and telephone sales 
offices and units operated by 
independent catalog merchants. 


Construction continued on Sears 
2.6 million square foot distribution 
center in Columbus, Ohio. This 
distribution center will service 
directly more than two million 
catalog customers in Ohio and 
parts of seven neighboring states. 
The Columbus Center will 
also service or supply more than 
200 Sears catalog sales offices 
and 100 retail stores. 

PROPERTY ACCOUNT (net) 

MORE THAN $1.2 BILLION 
Sears net investment in property 
increased $155 million to 
$1,244 million at the close of 
fiscal 1970. 

CHANGES IN PROPERTY, PLANT AND 
EQUIPMENT—NET (millions') 

1970 1969 1968 

Beginning of year.. $1,089 $984 $968 

Changes during 
year— 

Capital additions. 268 214 139 

Depreciation. (104) (107) (105) 

Dispositions. (9) (2) (8) 

Net increase for 

the year. 155 105 26 

Endofyear. $1,244 $1,089 $984 

SEARS INVESTED $1 BILLION 
IN THE LAST FIVE YEARS 

Sears invested $1,031 million in new 
and improved facilities in the last 
five years. We spent $847 million on 
retail facilities, including amounts 
for 73 complete department stores, 
82 medium size stores and for 
enlargement of 30 stores. 

At the close of the year, Sears 
operated 255 complete department 
stores, 381 medium size stores and 
191 hard lines stores. 

At year end, the Company had 86 
million square feet of store space in 
operation to serve customers. 
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RETAIL STORES OPENED IN 1970 


EXPANSION PLANNED IN 1971 
Sears expansion plans for 
1971 are: 

-To open 39 new retail stores, 
including 20 in new markets. This 
will add 4 million square feet of 
gross space to the retail system. 

-In the next two years, to add 
7 million square feet of space to 
catalog order operations including 
2.6 million for the merchandise 
distribution center in Columbus, 

Ohio scheduled to be in operation 
after mid-1972. 

-To continue construction on Sears 
Tower, our new headquarters 
building which is scheduled for 
completion In 1974. 

Capital expenditures for 1971 are 
estimated to exceed $300 million. 
This includes amounts for the 
headquarters building, new stores 
and sales supporting facilities and 
amounts for remodeling and normal 
replacements. Our landlords will 
spend an additional $22 million on 
Sears stores. 

SEARS FINANCIAL POSITION 
EXCELLENT 

In 1970, your Company realized 
$502 million in funds provided from 
operations and deferred income 
tax credits. 

At year end, working capital was 
$2,031 million. Total capitalization 
of $4,338 million included $630 
million long-term debt and $3,708 
million shareholders’ equity. 

The Company’s total sources of 
funds are substantial. We are in 
excellent financial position and will 
pursue a solid plan for growth. 


COMPLETE DEPARTMENT STORES (II) 

Arlington, Texas 
Six Flags Mall* 

Canton, Ohio 
Belden Village Mall* 

Charlotte, North Carolina 
Southpark Shopping Center 
Cupertino, California 
Vallco Park Shopping Center 
Dayton, Ohio 
Dayton Mall 
Flint, Michigan 

Genesee Valley Shopping Center* 
Greendale, Wisconsin 
Southridge Shopping Center 
Lake Grove, New York 
Smith-Haven Mall 
Oxnard, California 
The Esplanade Center 
Reading, Pennsylvania 
Berkshire Mall* 

San Bruno, California 
Tanforan Park Shopping Center 


’Replaced Existing Stores. 


FACILITIES, JANUARY 31, 1971 


MEDIUM DEPARTMENT STORES (11) 

Fairmont, West Virginia 
Middletown Mall 
Hyannis, Massachusetts 
Cape Cod Mall* 

Lakewood, New York 
Chautauqua Mall* 

Muncie, Indiana 
Muncie Mall* 

Newcastle, Pennsylvania 
Towne Mall* 

Oshkosh, Wisconsin 
Park Plaza Shopping Center* 
Sheboygan, Wisconsin 
Memorial Mali* 

State College, Pennsylvania 
Nittany Mail* 

Thousand Oaks, California 
Conejo Village Shopping Center 
Warner Robins, Georgia 
Houston Mall 
Winter Haven, Florida 
Avenue K, S.W. 

HARD LINES STORES (2) 

David, Panama 
Ave. 3 de Noviembre 
Greenville, Ohio 
Martin Street* 


Retail Stores 

Complete Department Stores.255 

Medium Size Department Stores.,. ,381 
(carrying extensive assort- 
mentsofgeneral merchandise) 

Hard Lines Stores.191 

(carrying major household ap¬ 
pliances, hard lines, sporting 
goodsand automotive supplies) 

827 


Catalog Order Plants. 11 

Catalog, Retail and Telephone 
Sales Offices and Independent 
Catalog Merchants.2,310 

Major Distribution Warehouses. 69* 

(for retail store groups) 

Service and Parts Centers. 115 

•Plus 394 other warehouses serving 
Individual stores. 
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STATEMENT OF INCOME 


YEAR 

ENDED JANUARY 31 

1971 

1970 


Net Sales (including finance charges). 

.. $9,262,161,819 

$8,862,970,649 

Equity in Income of Unconsolidated Subsidiaries. 

111,562,370 

109,436,654 

Dividends. 

5,233,650 

3,733,991 

Total. 

9,378,957,839 

8,976,141,294 

Costs and Expenses (note 10) 



Cost of sales, advertising, selling, administrative and general expense_ 

7,871,795,616 

7,482,063,515 

Rents (properties and equipment). 

96,406,210 

91,868,388 

Repairs and maintenance. 

53,976,397 

51,413,650 

Depreciation (note 3). 

103,863,042 

106,752,712 

Interest expense. 

160,122,828 

154,520,371 

Contribution to Employes Profit Sharing Fund. 

87,010,844 

88,174,784 

Taxes (other than income taxes). 

176,381,470 

162,993,391 

Federal and state income taxes (note 9). 

365,200,000 

397,400,000 

Total Costs and Expenses. 

8,914,756,407 

8,535,186,811 

Net Income. 

.. $ 464,201,432 

$ 440,954,483 

Per Share 



Average shares outstanding. 

154,295,000 

153,821,000 

Net income. 

$3.01 

$2.87 


See accomoanying detail and notes to financial statements. 
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STATEMENT OF SHAREHOLDERS' EQUITY 


YEAR ENDED JANUARY 31 

1971 1970 1971 1970 

(shares) 


Common Stock (including capital in excess of 
par value)—$1.50 par value, 200,000,000 
shares authorized; issued and outstand¬ 


ing as follows: 

Balance, beginning of year. 154,187,115 

Stock options exercised (note 6) .., 295,638 

Balance, end of year. 154,482,753 


Retained Income 

Balance, beginning of year. 

Net Income. 

Dividends to shareholders 

($1.35 per share each year).., 

Balance, end of year.. 

Total Shareholders’ Equity. 


153,437,236 

$ 401,496,537 

$ 368,454,172 

749,879 

12,566,672 

33,042,365 

154,187,115 

414,063,209 

401,496.537 


$3,038,305,280 

$2,804,998,546 


464,201,432 

440,954,483 


(208,290,566) 

(207,647,749) 


3,294,216,146 

3,038,305,280 


$3,708,279,355 

$3,439,801,817 


REPORT OF CERTIFIED PUBLIC ACCOUNTANTS 


To the Shareholders and Board of Directors of Sears, Roebuck and Co. 

We have examined the accompanying Statement of Financial Position of Sears, Roebuck and Co. and consolidated subsidiaries 
as of January 31, 1971 and 1970, and the reiated Statements of Income, Shareholders' Equity and Source and Use of Funds and 
Changes in Working Capital for the years then ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly Included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, the statements referred to above present fairly the financial position of Sears, Roebuck and Co. and 
consolidated subsidiaries at January 31, 1971 and 1970, and the results of their operations and source and use of funds 
and changes in working capital for the years then ended, in conformity with generally accepted accounting principles applied 
on a consistent basis. 


Chicago, Illinois, March 29, 1971 
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STATEMENT OF FINANCIAL POSITION 


JANUARY 31 


ASSETS 
Current Assets 

Cash. 

Receivables. 

Inventories (note 2). 

Prepaid advertising and other charges 
Total Current Assets. 


1971 1970 


$ 199,288,722 
3,746,652,331 
1,307,663,921 
62,417,945 
5,316.022,919 


$ 223,276,902 
3,552,887,620 
1,215,028,627 
53,587,194 
5,044,780,343 


Investments. 

Property, Plant and Equipment. 

Deferred Charges (future tax benefits). 

Unamortized Debenture Discount and Expense 
Total Assets. 


1,049,460,132 

1,244,334,091 

8,377,528 

4,901,440 

$7,623,096,110 


925,876,846 

1,088,736,634 

17,384.656 

2,524,223 

$7,079,302,702 


LIABILITIES 
Current Liabilities 

Notes payable. 

Current maturity of long-term debt 

Accounts payable. 

Accrued expenses. 

Federal income taxes accrued. 

Deferred income tax credits—net.. 

Other accrued taxes. 

Total Current Liabilities. 


$1,737,858,058 

50,000,000 

353,653,863 

235,256,815 

71,556,987 

689,675,299 

146,815,733 

3,284,816,755 


$1,770,696,993 

330,245,365 

214,691,090 

78,568,419 

657,840,232 

132,458,786 

3,184,500,885 


Long-Term Debt. 

Total Liabilities 


630,000,000 


455,000,000 


$3,914,816,755 $3,639,500,885 


SHAREHOLDERS’ EQUITY 


$3,708,279,355 $3,439,801,817 


See accompanying detail and notes to financial statements. 
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FINANCIAL POSITION DETAIL 


RECEIVABLES 

Customer installment accounts receivable 

Easy payment accounts. 

Revolving charge accounts. 


Other customer accounts. 

Miscellaneous accounts and notes receivable. 

Less allowance for collection expense and losses on customer accounts 

INVESTMENTS 

Unconsolidated subsidiaries and Simpsons-Sears (note 1) 

Allstate Insurance Company. 

Allstate Enterprises, Inc. 

Foreign subsidiaries. 

Simpsons-Sears Limited (50% of voting stock). 

Other subsidiaries. 

Other investments and advances (principally at cost). 


PROPERTY, PLANT AND EQUIPMENT (at cost) 
Land. 

Buildings and improvements. 

Less accumulated depreciation. 


Furniture, fixtures and equipment.... 
Less accumulated depreciation 


Total property, plant and equipment. 

Less total accumulated depreciation 


LONG-TERM DEBT (note 4) 

Sears, Roebuck and Co. 

8y8% Notes, due 1976. 

4%% Sinking Fund Debentures, due 1983. 

Sinking Fund Debentures, due 1993 . 

Sinking Fund Debentures, due 1995 ($125,000,000 less 

delayed delivery contracts $15,000,000) . 

Sears Roebuck Acceptance Corp. 

4 %% Debentures, due 1972. 

5% Debentures, due 1982. 

4%% Subordinated Debentures, due 1977. 


JANUARY3I 


1971 

1970 

$2,262,559,301 

1,531,678,134 

$2,218,488,545 

1,372,874,725 

3,794,237,435 

94,006,711 

101,678,658 

3,591,363,270 

101,904,882 

96,446,334 

3,989,922,804 

243,270,473 

3,789,714,486 

236,826,866 

$3,746,652,331 

$3,552,887,620 

$ 676,132,868 
71,060,273 
81,472,300 
64,727,513 
81,520,743 

$ 580,720,285 
69,580,407 
74,034,216 
60,863,583 
72,927,343 

974,913,697 

74,546,435 

858.125,834 

67.751.012 

$1,049,460,132 

$ 925,876,846 

$ 231,509,332 

$ 213,537,550 

1,219,431,220 

435,316,910 

1,053,480.607 

390,670,536 

784,114,310 

662,810,071 

646,454,853 

417,744,404 

597,541,645 

385,152,632 

228,710,449 

212,389,013 

2,097,395,405 

853,061,314 

1,864,559.802 

775,823,168 

$1,244,334,091 

$1,088,736,634 

$ 125.000,000 
220,000,000 
100,000,000 

$ - 

230,000,000 

100,000,000 

110,000,000 

— 

50,000,000 

25,000,000 

50,000,000 

50,000,000 

25.000,000 

$ 630,000,000 

$ 455,000.000 
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STATEMENT OF SOURCE AND USE 
OF FUNDS AND 

CHANGES IN WORKING CAPITAL 


YEAR ENDED 
1971 

SOURCE OF FUNDS 

Net income. $464,201,432 

Depreciation. 103,863,042 

Changes in deferred charges (future tax benefits). 9,007,128 

Undistributed net income of unconsolidated subsidiaries. (106,750,254) 

Funds provided from operations. 470,321,348 

Cash for stock issued under options. 12,566,672 

Proceeds from long-term debt issue. 235,000,000 

Total Source of Funds. 717,888,020 


USE OF FUNDS 

Cash dividends to shareholders. 208,290,566 

Property additions, less dispositions. 259,460,499 

Long-term debt purchased or currently payable. 60,000,000 

Changes in investments and other assets. 19,210,249 

Total Use of Funds. ^46^961^314 

INCREASE IN WORKING CAPITAL. $170,926,706 



INCREASE 



CHANGES IN WORKING CAPITAL 




Cash. 

. ($ 23,988,180) 

$ 

199,288,722 

Receivables. 

. 193,764,711 

3, 

,746,652,331 

Inventories. 

. 92,635,294 

1 

,307,663,921 

Prepaid advertising and other charges. 

. 8,830,751 


62,417,945 

Total Current Assets. 

. 271,242,576 

5 

,316,022,919 

Notes payable. 

. (32,838,935) 

1, 

,737,858,058 

Current maturity of long-term debt. 

. 50,000,000 


50,000,000 

Accounts payable and accrued expenses. 

. 43,974,223 


588,910,678 

Income and other taxes—currently payable. 

. 7,345,515 


218,372,720 

deferred. 

. 31,835,067 


689,675,299 

Total Current Liabilities. 

. 100,315,870 

3 

,284,816,755 

WORKING CAPITAL. 

. $170,926,706 

$2 

,031,206,164 


See accompanying detail and notes to financial statements. 


JANUARY 31 
1970 

$440,954,483 

106,752,712 

10,130,252 

(101,128,560) 

456,708,887 

33,042,365 


489,751,252 


207,647,749 
211,043,228 
28,000,000 
11,683.194 
458,374,171 
$ 31,377,081 


$ 223,276,902 
3,552,887,620 
1,215,028,627 
53,587,194 
5,044,780,343 

1,770,696,993 

544,936,455 

211.027,205 

657,840,232 

3,184,500.885 

$ 1 ^ 860279^458 
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NOTES TO FINANCIAL STATEMENTS 


1. CONSOLIDATING PRINCIPLES. 

The Company’s policy is to fully 
consolidate all wholly owned domestic 
subsidiaries directly related to its retail 
distribution activities. 

Investments in unconsolidated 
subsidiaries and Simpsons-Sears Limited 
are stated at cost plus the increase in 
the Company’s equity since date of 
acquisition. Investment in Allstate 
Insurance Company does not include 
unrealized capital gains on stocks. 

2. INVENTORIES. 

Merchandise inventories are valued at 
the lower of cost or market on the first-in, 
first-out basis. 

3. DEPRECIATION. 

The Company reports depreciation on 
the straight line method for additions 
subsequent to February 1, 1968. For prop¬ 
erty held prior to this date, both acceler¬ 
ated and straight line methods are used. 

4. LONG-TERM DEBT. 

The indentures provide that the Company 
cannot take certain actions, including the 
declaration of cash dividends which would 
cause its unencumbered assets to drop 
below 150% of liabilities. As defined, 
unencumbered assets were substantially 
in excess of 150% of liabilities. 

Under the sinking fund provisions of the 
indentures, the Company had purchased 
sufficient debentures to fulfill minimum 
requirements through February 1, 1973. 
Minimum annual requirements of the 
sinking funds for each of the three 
subsequent years are: 

Years ended January 31 

1974 . $ 6,000,000 

1975-1976. 19,500,000 

5. SUPPLEMENTAL PENSION PLAN. 

For the fiscal years 1970 and 1969 the 
Company contributed to the Sears 
Supplemental Pension Plan, which 
provides pension benefits to employes for 
that portion of their compensation which 
is over the maximum established for 
Profit Sharing purposes, $8,032,979 and 
$8,782,613 respectively, which is in 
accordance with the Company's policy of 


funding current pension costs. The assets 
of this plan exceed the actuarially 
computed value of vested benefits as of 
January 31, 1971. 

6. EMPLOYES STOCK OPTIONS. 

As of January 31, 1971, options for 
2,111,457 shares were outstanding, of 
which 1,639,065 were exercisable. Option 
prices ranged from $29.38 to $56.82 per 
share, aggregating $110,955,172. Those 
options issued prior to January 1, 1964 
expire ten years from date of grant and 
except in a few cases, are exercisable in 
five annual and cumulative installments 
beginning one year from date of grant. 
Options that were issued subsequently 
expire five years from date of grant and 
are exercisable in four annual and 
cumulative installments beginning one 
year after the date of grant. No options 
were granted during 1970 or 1969. 

7. CREDIT SALES. 

Actions are pending against Sears and 
other retailers in a number of states 
alleging that the finance charges under 
their revolving credit plans exceed the 
maximum amounts permissible under the 
laws regulating credit in those states. The 
ultimate consequences (including 
changes in the methods of computing 


finance charges as well as the amounts of 
judgments or uncollectible accounts) of 
these actions to the Company 
(if adversely decided) are not presently 
determinable but are not expected to have 
a materia) adverse effect on the financial 
position or net income of the Company. 

Finance charge income, after deducting 
credit and collection expenses (exclusive 
of interest) was $213 million in 1970 and 
$208 million in 1969. This income was 
less than 7% of the average customer 
receivables subject to finance 
charges in each of the two years. 

The average cost to the Company of 
funds borrowed was 7.0% in 1970 and 
7.2% in 1969. Assuming that all 
borrowed funds were used to 
finance the foregoing receivables, 
the net finance charge income 
after interest and applicable income 
taxes would have been $26 million in 
1970 and $24 million in 1969. 

8. RENTALS—LONG-TERM LEASES. 
Minimum fixed rentals, exclusive of taxes, 
insurance and other expenses payable 
directly by the Company, under long-term 
leases (over three years) in effect as of 
January 31, 1971 amount to $677 million, 
of which $189 million expire by 1976 and 
$153 million by 1981. 


9. INCOME TAXES. Federal and state income tax expense consists of: 

Year Ended January 31 1971 1970 

Current portion (before investment tax credit). $325,209,942 $328,919,687 

Investment tax credit (flow-through method). (852,137) (1,606,415) 

Deferred portion—current tax credits. 31,835,067 59,956,476 

—long-term tax benefits. 9,007,128 10,130,252 

$365,200,000 $397,400,000 


10. COSTS AND EXPENSES. The Company’s costs and expenses are classified as 
follows in its annual reports to the Securities and Exchange Commission: 


Year ended January 31 

Cost of sales, buying and occupancy expenses. 

Selling, administrative and general expenses. 

Provision for doubtful accounts and increase in allow¬ 
ance for collection expenses. 

Interest expense. 

Contribution to Employes Profit Sharing Fund. 

Federal and state income taxes. 

Total costs and expenses. 


1971 

$5,507,711,362 

2,752,922,886 

41,788,487 

160,122,828 

87,010,844 

365,200,000 

$8,914,756,407 


1970 

$5,254,551,545 

2,599,536,692 

41,003,419 

154,520,371 

88,174,784 

397,400,000 

$8,535,186,811 
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TEN YEAR SUMMARY 


RESULTS FOR THE YEAR (millions) 1970 1969 1968 


Net Sales. 

$ 9,262 

$ 8,863 

$ 8,198 

Equity in income of unconsolidated 
subsidiaries. 

112 

109 

111 

Depreciation. 

104 

107 

105 

Contribution to Employes Profit Sharing Fund 

87 

88 

77 

Federal and state income taxes. 

365 

397 

361 

Income before extraordinary items. 

464 

441 

418 

Extraordinary items (capital gains). 

— 

— 

— 

Net income. 

464 

441 

418 

Return on average shareholders’ equity 
(per cent). 

13.1 

13.3 

13.7 


YEAR END POSITION (millions) 

Customer installment accounts (gross). 

.. $ 3,794 

$ 3,591 

$ 3,347 

Inventories. 

1,308 

1,215 

1,134 

Property, plant and equipment(net). 

1,244 

1,089 

984 

Long-term debt. 

630 

455 

483 

Retained income. 

3,294 

3,038 

2,805 

Shareholders' equity (book value). 

3,708 

3,440 

3,173 


PER SHARE OF COMMON STOCK (dollars) 
Income before extraordinary items. 

$ 3.01 

$ 2.87 

$ 2.73 

Extraordinary items (capital gains). 

— 

— 

— 

Net income. 

3.01 

2.87 

2.73 

Dividends to shareholders. 

1.35 

1.35 

1.30 

Shareholders’ equity (book value)—year end. 

24.00 

22.31 

20.68 


MISCELLANEOUS DATA 

Shareholders (P.S. Fund counted as single 


shareholder). 

Retail stores (excluding foreign stores)— 

253,265 

253,510 

252,118 

Number of. 

827 

826 

818 

Store space (gross sq. ft. in millions)_ 

86 

83 

80 

Catalog order plants. 

Catalog, retail and telephone sales offices 

11 

11 

11 

and independent catalog merchants. 

2,310 

2,131 

1,934 

Capital expenditures (millions). 

. $ 268 

$ 214 

$ 139 
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1967 

1966 

1965 

1964 

1963 

1962 

1961 

$ 7,330 

$ 6,805 

$ 6,390 

$ 5,740 

$ 5,116 

$ 4,603 

$ 4,268 

99 

88 

73 

69 

64 

53 

52 

106 

93 

78 

66 

50 

43 

37 

67 

67 

63 

59 

54 

50 

47 

283 

275 

268 

264 

243 

229 

206 

382 

363 

350 

327 

282 

252 

233 

— 

14 

4 

3 

— 

1 

10 

382 

377 

354 

330 

282 

253 

243 

13.5 

14.3 

14.5 

14.7 

13.6 

13.1 

13.6 


$ 3,025 

$ 2,931 

$ 2,707 

$ 2,339 

$ 1,999 

$ 1,756 

$ 1,635 

1,070 

1,021 

931 

830 

746 

643 

595 

958 

880 

752 

640 

534 

453 

424 

403 

427 

439 

451 

475 

475 

475 

2,586 

2,388 

2,194 

2,011 

1,834 

1,684 

1,556 

2,939 

2,732 

2,531 

2,339 

2,152 

1,994 

1,860 


$ 2.50 

$ 2.38 

$ 2.29 $ 

2.15 

$ 1.86 $ 

1.66 

$ 1.54 

— 

.09 

.03 

.02 

— 

.01 

.07 

2.50 

2.47 

2.32 

2.17 

1.86 

1.67 

1.61 

1.20 

1.20 

1.12^2 

1.00 

.871/2 

.82/2 

.75 

19.21 

17.89 

16.60 

15.37 

14.17 

13.17 

12.31 


257: 

,543 

259,620 

243.608 

197,496 

173,242 

167,646 

159,551 


809 

801 

786 

777 

761 

748 

747 


76 

71 

65 

61 

56 

53 

52 


11 

11 

11 

11 

11 

11 

11 

1: 

,731 

1,653 

1,449 

1,216 

1,112 

1,009 

994 

$ 

186 

$ 224 

$ 196 

$ 179 

$ 134 

$ 76 

$ 56 


INCOME AND 
DIVIDENDS 

in millions of dollars 




33 


















INTERNATIONAL OPERATIONS 


LATIN AMERICA 

Net sales of subsidiaries in Mexico 
and South America increased 12.0 
per cent to $168,693,306. The 
Company’s equity in net income after 
translation losses was $8,773,501, 
an increase of 20.3 per cent. 

Sears equity in its Mexican and 
South American subsidiaries at 
January 31, 1971, was $72,377,415. 
The subsidiaries were operating 
53 retail stores and 13 retail sales 
offices at year end. 

A second shopping center with a 
complete department store is 
under construction in Mexico City 
and scheduled for opening in 
the fall of 1971. 


SPANISH SUBSIDIARY 
This subsidiary opened its second 
complete department store in April, 
1970. With the opening of this 
new store in Madrid, sales in Spain 
more than doubled to $16 million 
from $8 million in 1969. As a result 
of start-up costs, this subsidiary’s 
loss increased to $2,177,490 
compared with $1,655,533 
for 1969. 

INTERNATIONAL FINANCE 
SUBSIDIARY 

Proceeds of a Swiss public bond 
issue, sold in 1969 and valued at 
$14 million dollars, are now fully 
employed in financing the 
Company’s foreign subsidiaries. 


CANADIAN AFFILIATE 
Net sales of Simpsons-Sears Limited, 
the Company’s Canadian affiliate, 
were $646,887,585 (Can.), an 
Increase of 5.2 percent from 
$615,010,680 for 1969. Net earnings 
declined to $12,200,791 (Can.) 
from $15,218,315 in 1969. The 
Company’s equity in net earnings 
after translation gain was $5,717,321 
(U.S.). In addition. Sears equity 
increased $1,196,364(U.S.) as a result 
of the sale of capital stock; 206,645 
shares were issued at market prices 
in excess of book value. Sears equity 
in Simpsons-Sears net assets at 
year end was $64,727,513 (U.S.). 

During 1970, a complete department 
store was opened in Windsor, 

Ontario. Medium size stores were 
opened in Kamloops, British 
Columbia; Lethbridge, Alberta; 
Moncton, New Brunswick: and a 
second store in Winnipeg, Manitoba. 
At year end, Simpsons-Sears Limited 
was operating four catalog order 
plants, 38 retail stores, and 
475 catalog sales offices. 


FOREIGN SUBSIDIARIES (% of ownership) 

Net Income Sears 

Net Sales (after trans. losses & adj.) Equity in Net Income 


Year Ended January 31 

1971 

1970 

1971 

1970 

1971 

1970 

Latin American 







Brazilian (100). 

$ 41,620,599 

$ 33,594,905 

$1,756,493 

$ 663,753 

$1,756,493 

$ 663,753 

Colombian (100). 

16,464,046 

15,871,810 

605,850 

666,157 

605,850 

666,157 

Mexican (80). 

60,583,243 

55,491,267 

2,713,047 

2,627,096 

2,170,552 

2,101,787 

Peruvian (80). 

16,961,717 

15,055,960 

1,638,647 

1,231,816 

1,348,714 

1,047,610 

Venezuelan (80). 

33,063,701 

30,601,422 

2,748,670 

2,550,970 

2,199,051 

2,041,110 

Panamanian finance co. (100). 

— 

— 

692,841 

774,248 

692,841 

774,248 

Total. 

168,693,306 

150,615,364 

10,155,548 

8,514,040 

8,773,501 

7,294,665 

Spanish (100). 

16,038,601 

7,926,637 

(2,177,490) 

(1,655,533) 

(2,177,490) 

(1,655,533) 

Sears International Finance Co. (100). 

— 

— 

124,981 

180,070 

124,981 

180,070 

Total Foreign Subsidiaries. 

$184,731,907 

$158,542,001 

$8,103,039 

$7,038,577 

$6,720,992 

$5,819,202 
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OTHER SEARS SUBSIDIARIES 


HOMART DEVELOPMENT CO. 

This whoMy owned unconsolidated 
subsidiary develops and operates 
shopping centers, either as owner or 
as a partner in joint ventures. 

In addition to the shopping centers, 
some of the ventures will include 
residential, office building, 
hospital, recreational, and other 
commercial facilities. 

Homart has eight owned regional 
shopping centers in operation. 

Town East Mall in Mesquite, Texas 
is under construction and will open 
in fall of 1971. 

There are joint ventures for 
developments in San Jose, El Cajon, 
and Cerritos, California: Schaumburg 
and Calumet City, Illinois; Castleton, 
Indiana: Detroit Northeast and 
Detroit Northwest, Michigan: 

Phoenix, Arizona: Orlando North and 
Orlando South, Florida. The 
Schaumburg, Illinois and the San 
Jose, California centers are scheduled 
to open in 1971 and the others will 
open in later years. 

Net income for Homart, less a 
proportionate share of expenses for 
the joint ventures, amounted to 
$415,555 compared with 
$525,971 in 1969. 


ALLSTATE ENTERPRISES, INC. 

This company and its subsidiaries 
are engaged in the auto finance, 
motor club, insurance inspection and 
fire protective and safety engineering 
businesses. In addition, two separate 
subsidiaries act as distributor and as 
investment advisor, dividend 
disbursing agent and transfer agent 
for Allstate Enterprises Stock Fund, 
Inc., a mutual fund, Allstate 
Enterprises also owns Allstate 
Savings and Loan Association. Gross 
revenues for 1970 (excluding Allstate 
Savings and Loan) totaled 
$48,064,069, up $698,474 from the 
previous year. Auto financing 
accounted for 55.4 per cent of the 
gross revenues. Loans outstanding 
as of year end 1970 totaled 
$273,774,277 compared with 
$335,359,657 at year end 1969. 

New loans were curtailed somewhat 
due to trends in interest rates on 
funds borrowed for use in the 
operations. The quality of the loan 
portfolio is excellent as reflected in 
minimal repossession losses for 
1970 of only 12/TOOths of one per 
cent of loans liquidated. 

Gross fees earned under contracts 
with the mutual fund totaled 
$1,093,893 for the year. The first 
public offering of shares in the mutual 
fund was made on February 16, 1970, 
and net assets of the fund totaled 
$144,440,011 at year end. 

Allstate Enterprises’ net income was 
$288,219 for 1970 compared with 
$323,320 for 1969. Interest rates on 
borrowed funds were extremely high 
in both 1969 and 1970 resulting in 
narrow margins for the finance 
business. With lower interest rate 
levels in early 1971, prospects for 
improved margins are good. In both 
1969 and 1970, developmental and 
start up costs were incurred in 
connection with the new mutual fund. 


ALLSTATE SAVINGS AND 
LOAN ASSOCIATION 
On June 30, 1970, Metropolitan 
Savings and Loan Association was 
merged with Allstate Savings and 
Loan. Accordingly, the data for 1970 
and 1969 include the accounts of both 
associations. Gross revenues totaled 
$19,793,449 for 1970 compared with 
$21,013,822 for the previous year. 
The real estate loan portfolio 
decreased during the year due to 
limited availability of funds for 
making new loans. Net income was 
$1,191,963 before appropriations to 
general reserves compared with 
$1,827,913 for 1969. Rate 
competition for savings funds 
continued to be severe throughout 
most of 1970. Savings accounts 
totaled $207,133,852 at year end 
1970 compared with $228,668,631 
the previous year end. 
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ALLSTATE INSURANCE COMPANY AND 
CONSOLIDATED SUBSIDIARIES 



JUOSON B. BRANCH 
Chairman and Chief Executive Officer of 
Allstate Insurance Company 


PROPERTY AND LIABILITY 
INSURANCE 

1970 was Allstate’s fortieth year in 
business, a forty year history marked 
by uninterrupted sales growth. 
Premiums written for all property 
and liability insurance tines rose 
$251,618,674 from 1969 to a total 
of $1,719,383,072. This was the 
greatest amount of annual increase 
in the Companies’ history. The 
percentage increase of 17.1 per cent 
exceeded the average annuai rate 
of 16 per cent for the 
previous five years. 

The Companies wrote auto 
premiums of $1,337,683,398 during 
1970, an increase of $176,044,084 
from 1969. Premiums written for 
other property and liability lines, 
principally homeowners, residential 
fire, health and commercial, rose to 
$381,699,674, up $75,574,590 from 
1969. These other property and 
liability insurance lines, together 
with life insurance, comprised 25.8 
per cent of Allstate’s total insurance 
premiums. This distribution of 


premiums reflects the Companies’ 
diversification within the insurance 
field while at the same time increasing 
auto writings very substantially 
each year. 

Operations resulted in an 
underwriting loss of $5,603,345, or 
4/lOths of one per cent of premiums 
earned. This compared with an 
underwriting loss of $15,926,408 for 

1969. The ratio of total claim costs to 
premiums earned reached an 
all-time high during 1970. The 
increase, however, was more than 
offset by a reduction in the 
underwriting expense ratio resulting 
in an improvement in underwriting 
margin. 

Auto accident frequency for 
Allstate’s business was slightly lower 
in 1970 than 1969 but still higher 
than a few years ago. The average 
cost of the various classes of claims 
increased very substantially again in 

1970. The long historic trend of 
higher and higher costs per claim 
has been particularly steep in recent 
years. For the past five years, annual 
increases in costs have averaged 
approximately 6 per cent for auto 
bodily injury claims, 10 per cent for 
property damage, 6 per cent for 
collision, 13 per cent for 
comprehensive including theft, and 
17 per cent for homeowners’ claims. 

Many factors contribute to higher 
claim costs. Price inflation in 
hospitalization and medical 
treatment and in repair parts and 
labor has been severe. In addition, 
higher limits of insurance protection 
provided and greater values of 
properties insured have contributed 
to higher costs. The numbers of 
claims received and their costs 
resulted in a substantially higher 
average cost per policy for 1970 but 
this was mostly offset by an increase 
In premium earned per policy. 


In 1970, Allstate broadened its 
efforts in the interest of consumer 
safety by committing itself to a 
public program of information and 
action directed at some of the larger 
problems of auto transportation in 
America. Our prime purpose is to 
encourage and speed up the kind of 
positive action that will help reduce 
the carnage and property destruction 
on streets and highways. As an 
insurance company, Allstate is 
deeply involved; insurance provides 
economic protection for people who 
own and drive automobiles. It is a 
goal of insurance to provide this 
protection to all who need it, and at 
reasonable cost. Many individuals, 
groups, and institutions—both private 
and governmental—are already hard 
at work to solve facets of the auto 
transportation problems, but greater 
public recognition and participation 
is needed to do the job. The 
Companies' advertising campaign, 
“Whatever happened to the fun of 
driving?’’, on television and in 
magazines and newspapers deals 
with things like bumpers that can 
take bumps and bumper heights that 
match; with lap belts and shoulder 
straps; with air bags or other 
passive-restraint systems; with 
auto theft prevention; and with 
proper drunk driver laws. 

The public is being asked to help 
make driving a good thing again. 

The response to the campaign is 
overwhelming and there is evidence 
that it is getting results, 

Allstate's net investment income 
for 1970 from interest, dividends and 
real estate income was $83,698,520 
before taxes, up $16,988,796 from 
1969. This increase arose from a 
greater amount of funds invested 
and higher yields. The average 
amount of funds invested during 
1970 was 18.1 per cent greater than 
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during the previous year. Many of 
the new investments made during 
the year, particularly in state and 
municipal and other bonds, were at 
very attractive yields commensurate 
with the generally high interest rate 
levels during 1970. For the past five 
years, net investment income has 
increased an average of 18.9 per 
cent annually. The Investment 
program is an important element of 
the Companies' profitable operations. 
The portfolio is sound, balanced, 
appropriately diversified and 
produces a good net yield. 

Realized capital gains before 
income taxes amounted to 
$17,762,644 for 1970 compared with 
$43,907,104 the previous year. The 
net unrealized appreciation on 
Allstate’s common and preferred 
stock portfolio valued as of year end 
1970 was $50,818,959. 

Total net income and realized 
gains after income taxes, including 
net income of unconsolidated life 
insurance subsidiaries, was 
$95,412,583, an increase of 
$4,103,437 from 1969. Total net 
earnings for 1970 were equal to 
62 cents per share of Sears stock 
compared with 59 cents 
the previous year. 

Assets as of the close of the year 
were $2,635,192,573, up 
$284,047,419 from year end 1969. 
The increase arose principally from 
new funds and additional premium 
receivables generated by the growth 
and operations of the Companies, 
offset partially by the decrease in 
unrealized appreciation on stocks. 
Investments In bonds, stocks 
and real estate comprised 
83.5 per cent of total assets. 


LIFE INSURANCE 
At year end 1970 the Allstate Life 
Insurance Companies had insurance 
in force totaling $9,801,000,000, 
including $5,389,000,000 of 
insurance on individuals and 
$4,412,000,000 of group insurance. 
Insurance in force on individuals 
increased 12.8 per cent during the 
year, and group insurance in force 
rose 19.7 per cent. Life insurance 
premiums totaled $83,682,022 for 
1970, an increase of $10,627,243 
from 1969. Net income from life 
insurance operations, after providing 
$1,503,900 for income taxes, 
amounted to $9,964,764 for 1970 
compared with $8,133,726 for the 
previous year. Assets of the Life 
Companies increased $41,940,898 
during 1970 to $227,360,005 at year 
end. Investments in bonds, stocks 
and mortgages comprised 89 per cent 
of total assets. 

THE YEAR AHEAD 
Allstate’s multiple line marketing 
program is expected to bring 
increased sales in 1971. Both the 
personal and commercial lines of 
insurance offer opportunities for 
continued development. Inflationary 
pressures will continue to push claim 
costs still higher in 1971. Large 
percentage increases in costs must 
be offset primarily through rate 
adjustments. Interest and dividends 
from investments are expected to 
increase as Allstate's investment 
portfolio grows in size. Allstate's 1971 
net income and realized capital gains 
from property, liability and life 
insurance operations is expected to 
compare favorably with 1970. 


2100 


PREMIUMS WRITTEN 
Property, Liability and Life 
in millions of dollars 


1400 


700 



61 62 63 64 65 66 67 68 69 70 


NET INCOME PER SEARS SHARE 
Property, Liability and Life 
in cents per Sears share 



61 62 63 64 65 66 67 68 69 70 
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ALLSTATE INSURANCE COMPANY AND 
CONSOLIDATED SUBSIDIARIES 


STATEMENT OF INCOME 


Net Premiums Written. 

Premiums Earned (after dividends on participating policies). 

Underwriting Charges 

Claims and claims expense. 

Sales, policy issuance and service, administration and other expenses 
Premium and other taxes and fees (excluding federal income taxes).. 

Total Underwriting Charges. 

Underwriting Income (Loss). 

Interest, Dividends and Real Estate Income, less investment expenses.. . 

income before Federal Income Taxes. 

Federal Income Taxes. 

Net Income. 

Realized Capital Gains on Investments. 

Federal Income Taxes on Realized Gains. 

Net Realized Gains. 

Net Income and Realized Gains of Allstate Insurance Company and 

Consolidated Subsidiaries. 

Equity in Net Income of Unconsolidated Life Insurance Subsidiaries. 

Total Net Income and Realized Gains. 

STATEMENT OF CAPITAL 

Balance Beginning of Year. 

Total Net Income and Realized Gains. 

Decrease in Unrealized Capital Gains on Stocks. 

Net Increase in Assets Not Admitted. 

Dividends to Sears, Roebuck and Co. 

Balance End of Year. 


YEAR ENDED DECEMBER 31 


1970 

$1,719,383,072 


$1,593,088,234 


1,240,376,000 

307,682,282 

50,633,297 

1,598,691,579 

^,603,345) 

83,698,520 

78,095,175 

5,327,000 

72,768,175 

17.762.644 
5,083,000 

12.679.644 


85,447,819 

9.964,764 

$ 95,412,583 


$ 706,178.866 
95,412,583 
(112,575,946) 
(1,617,970) 

687,397,533 


$ 687,397,533 


1969 

$1,467,764,398 


$1,379,654,709 


1,063,967,451 

288,601,634 

43,012,032 

1,395,581,117 

(15,926,408) 

66,709,724 

50.783.316 

210,000 

507573.316 

43.907.104 
11,305,000 

32.602.104 


83,175,420 

8,133,726 

$ 91,309,146 


$ 734,405,161 
91,309,146 
(109,848,807) 
(6,899,322) 

708,966,178 

(2,787,312) 

$ 706,178,866 


REPORT OF CERTIFIED PUBLIC ACCOUNTANTS 


To the Board of Directors of Sears, Roebuck and Co. 

We have examined the accompanying Statement of Financial Position of Allstate Insurance Company and consolidated subsidiaries 
as of December 31, 1970 and 1969, and the related Statements of Income and Capital for the years then ended. Our examination was 
made in accordance with generally accepted auditing standards, and accordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary in the circumstances. 


In our opinion, the financial statements referred to above present fairly the financial position of Allstate Insurance Company and 
consolidated subsidiaries at December 31, 1970 and 1969, and results of their operations for the years then ended, in conformity with 
generally accepted accounting principles applied on a consistent basis. 


Chicago, Illinois, March 10, 1971 
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STATEMENT OF FINANCIAL POSITION 


DECEMBER 31 


ADMITTED ASSETS 
I nvestments 

U. S. Government securities. 

State and municipal bonds. 

Other bonds. 

Preferred stocks. 

Common stocks. 

Stocks of unconsolidated life insurance and foreign subsidiaries 
Real estate. 

Total Investments. 

Cash and Certificates of Deposit. 

Premium Installments Receivable. 

Accrued Interest. 

Other Assets. 

Total Admitted Assets. 


LIABILITIES 

Reserve for Claims and Claims Expense 

Unearned Premiums. 

Claim Drafts Outstanding. 

Federal Income Taxes. 

Other Taxes. 

Other Liabilities. 

Total Liabilities. 


CAPITAL 

Capital Stock (including additional capital paid in). 

Unrealized Capital Gains on Stocks. 

Retained Income (after deducting assets not admitted for statutory 
purposes of $39,554,294 and $37,936,324 respectively). 

Total Capital. 


1970 1969 


$ 34,496,080 

1,131,340,297 
107,430,370 
92,298,349 
708,267,232 
46,015,735 
80,710,524 

2,200,558,587 

43,984,588 

332,182,919 

20,908,253 

37,558,226 

$2,635,192,573 


$ 933,115,088 
846,048,248 
46,794,970 
12,615,712 
27,487,920 
81,733,102 

$1,947,79^40 


$ 54,600,245 

50,818,959 

581,978,329 
$ 687,397,533 


$ 16,871,754 

965,288,364 
71,793,919 
90,678,208 
709,640,739 
37,348,879 
70,618,818 

1,962,240,681 

54,425,807 

282,151,240 

15,398,306 

36,929,120 

$2,351,145,154 


$ 790,823,860 
726,774,280 
30,188,655 
10,934,059 
23,762,767 
62,482,667 

$1,^4,966,288 


$ 54,600,245 

163,394,905 

488,183,716 
$ 706,178,866 


NOTES TO FINANCIAL STATEMENTS 

Investments: Bonds are stated at amortized cost, preferred and common stocks are stated at market value, and stocks of 
unconsolidated subsidiaries are stated at underlying net asset values, all as prescribed by the National Association of 
Insurance Commissioners. 

Accounting practices: The financial statements have been prepared in accordance with accounting practices prescribed by the 
Department of Insurance of the State of Illinois which differ from generally accepted accounting principles in the treatment of certain 
underwriting charges, the valuation of certain assets, and the recognition of certain deferred Federal income taxes. These differences 
in the aggregate are not material in relation to the consolidated statements taken as a whole. 
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